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Petroleum production in Guatemala has grown substantially during the first half of the 1990s, with
total output increasing nearly three-fold from 1990-1995. Nevertheless, only a small percentage of
Guatemala's crude is consumed domestically, despite a huge jump in local demand for petroleum
and its derivatives during the past five years. Since petroleum exploration first began in Guatemala
in the 1950s, domestic oil production has never come to represent a major contribution to the
Guatemalan economy, despite high hopes by consecutive governments that the country's vast
northern jungle regions might contain enough reserves to eventually attract a boom in foreign
investment.
Guatemala clearly has an important supply of untapped reserves, but many factors have contributed
to the industry's sluggish development over the years. For one thing, Guatemala's 36-year guerrilla
war has posed a constant problem for foreign companies interested in exploring or exploiting oil
reserves, since most of the nation's reservoirs are concentrated in the northern zones where the
rebels have traditionally been most active. In the late 1980s, the guerrillas began a major sabotage
campaign against oil installations in the three northern departments of El Peten, Alta Verapaz, and
El Quiche, where exploration and drilling is located. In 1988, AMOCO pulled out of the country after
its installations were repeatedly attacked by the insurgents.
Perhaps more important, efforts to exploit Guatemala's reserves are extremely difficult and costly
given their location in remote and inaccessible jungle regions where workers, supplies, and even
machinery must often be brought in by air. That is a major disincentive given that Guatemalan
crude is of a much lower quality than oil produced in other Latin American countries, thus earning
much less on the world market. Nevertheless, since the beginning of the 1990s, the government
has energetically promoted oil exploration and production among foreign companies, offering bids
on contracts in many zones considered commercially viable but as yet untapped by development
initiatives. Indeed, given the likelihood that peace negotiations with the guerrillas will bring an end
to the war sometime this year, the current government is expected to increase its promotion of oil
contracts among foreign companies.
In late May, for example, President Alvaro Arzu's administration is planning to open bids for
international companies on four new petroleum exploration and exploitation areas. The Ministry of
Energy and Mines' Directorate of Hydrocarbons the office responsible for overseeing oil contracts
will make a special presentation on the areas covered by the bid, as well as the technical and legal
terms for interested investors, during the second half of April in Houston, Texas. So far, the renewed
push to promote oil production since the beginning of the decade has led to a substantial increase in
foreign investment in the country, permitting a huge jump in output.
Although a few companies are involved in exploration activities, currently only the French-owned
Basic Resources International Bahamas Limited is commercially exploiting oil reserves. That
©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 1 of 3

LADB Article Id: 55702
ISSN: 1060-4189

company is pumping oil from wells in the northern departments of El Peten and Alta Verapaz, and
it has invested heavily in infrastructure during the past few years to facilitate its operations. Among
other things, the company built a small refinery in the city of La Libertad in El Peten, laid a pipeline
that runs from its wells in the Alta Verapaz city of Rubelsanto to the Caribbean port of Santo Tomas,
and constructed a 125-km road in El Peten that links the town of Naranjo with La Libertad. Last
year, the firm also finished construction of a second pipeline that connects its oil wells in the Xan
region near Naranjo in the extreme north of El Peten along the Mexican border with the La Libertad
refinery.
The pipeline, which cost US$15 million to build, crosses through some 124 km of jungle,
substantially reducing the cost of crude production from the Xan wells, since previously the
extracted petroleum was transferred by truck through those areas. As a result, output at the wells
run by Basic Resources has grown steadily, with production increasing at an average annual clip of
about 23% since 1991. In the period from 1990- 1995, total annual output increased by nearly 200%,
growing from 1.257 million barrels in 1990 to 3.415 million barrels in 1995, according to a new report
by the Directorate of Hydrocarbons.
Last year alone, output increased by a record 786,000 barrels, or 30%, compared with 1994, the
highest annual increase in volume to date. In 1992, the increase in the rate of output was higher
with a 51% jump in production that year- -but the growth in volume was only 696,000 barrels, or
90,000 barrels less than the increase recorded last year. As a result, the country is now producing
an average of about 9,350 barrels per day, up from an average of about 7,200 bpd in 1994 and just
3,440 bpd in 1990. Notwithstanding the increase in output, however, the value of crude pumped in
Guatemala has not grown significantly given the widely fluctuating price for crude on the world
market, plus the cheap grade of oil produced in Guatemala.
In 1994, the total value of petroleum pumped in the country reached US$25.6 million, only US$4.8
million more than in 1990, even though the amount of crude produced that year was more than
double the total pumped in 1990. Between 1990 and 1994, the average annual price per barrel for
Guatemalan crude on the world market declined by nearly 41%, from US$16 per barrel to US$9.5 per
barrel.
Moreover, the lion's share of the income from crude sales is kept by foreign investors. Since oil
companies in Guatemala are granted a lengthy grace period to recover investments, the Guatemalan
government receives royalties of less than 10% for all commercially pumped crude. As a result,
between 1990 and 1994 the total value of oil produced in the country reached US$110 million, but the
government only received US$10.3 million in royalties during that period. In addition, only a small
percentage of the oil pumped in the country is actually sold on the domestic market. Of the total
13.222 million barrels of crude produced in the country from 1990-1995, just 3.079 million barrels
were actually consumed in Guatemala, with the rest exported to the world market or to neighboring
Central American countries.
Still, the amount used locally is growing significantly. In 1990, the share of domestic production that
remained in Guatemala totalled less than 13%, but in 1995 Guatemala's share of output represented
nearly 33% of total production. In part, the increase in the domestic share of output reflects the
©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 2 of 3

LADB Article Id: 55702
ISSN: 1060-4189

immense growth in demand for crude in Guatemala since 1990, since the country is becoming
heavily dependent on petroleum-based thermoelectric power.
In the 1980s, Guatemala's reliance on petroleum-based electric generation plunged as huge
hydroelectric damns that were constructed in the 1970s came on-line. But a series of major droughts
since 1990 has greatly lowered water levels in the rivers that feed the country's hydroelectric plants,
substantially decreasing electric generation. Consequently, while thermoelectric generation only
accounted for 7.7% of the country's electricity consumption in 1990, in 1994 thermoelectric output
represented 36.2% of total energy consumption. [Sources: Central America Report (Guatemala),
04/23/93; International Market Insights, US-Embassy (Guatemala), 07/28/95, 03/13/96; Inforpress
Centroamericana (Guatemala), 08/10/95, 03/14/96; Prensa Libre (Guatemala), 03/19/96, 03/21/96;
Agencia Centroamericana de Noticias-Spanish news service EFE, 03/22/96; Siglo Veintiuno
(Guatemala), 03/16/96, 03/17/96, 03/23/96, 03/27/96]
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